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-  Title  10 — Energy 

CHAPTER  II— FEDERAL  ENERGY 
ADMINISTRATION 

PART  211— MANDATORY  PETROLEUM 
ALLOCATION  REGULATIONS 

Allocation  of  Crude  Oil;  Special  Rule  No.  2 

On  August  9, 1974,  the  Federal  Energy 
Administration  published  two  notices  of 
proposed  rulemaking  to  amend  the  re¬ 
porting  requirements  of  Subpart  C  of 
Part  211  (39  FR  28862)  and  to  add  to  the 
Appendix  of  Subpart  C  of  Part  211 
Special  Rule  No.  2  (39  FR  28862).  The 
FEA  has  reviewed  the  comments  received 
with  respect  to  these  proposed  rulemak¬ 
ings  and  is  now  adopting  these  proposals 
as  final  rules  with  certain  modifications 
noted  below. 

No  changes  have  been  made  in  the 
amendments  to  §  211.66(d)  from  the 
form  of  such  amendments  in  the  notice 
of  proposed  rulemaking.  Special  Rule  No. 

2  as  adopted  hereby  differs  from  its  form 
in  the  notice  of  proposed  rulemaking  in 
two  respects.  First,  Special  Rule  No.  2 
as  adopted  makes  it  clear  that  the  unsold 
quantity  of  crude  oil  under  Special  Rule 
No.  1  for  May,  1974  (39  FR  12109;  April  3, 
1974)  is  calculated  with  reference  to  the 
total  obligation  of  a  refiner  under  para¬ 
graphs  3  (b)  and  (c)  of  Special  Rule  No. 

1.  In  addition,  Special  Rule  No.  2  as 
adopted  provides  that  the  volume  of  a  re¬ 
finer’s  crude  oil  runs  to  stills  for  May, 
1974  for  purposes  of  Special  Rule  No.  2 
includes  amounts  sold  under  Special  Rule 
No.  1  and  excludes  amounts  purchased 
under  Subpart  C  for  the  period  February 
through  April,  1974  and  under  Special 
Rule  No.  1  for  May,  1974. 

(Emergency  Petroleum  Allocation  Act  of 

1973,  Pub.  !>.  93-169;  Federal  Energy  Ad¬ 
ministration  Act  of  J  974,  Pub.  L.  93-275;  E.O. 
11790,  39  FR  23186) 

In  consideration  of  the  foregoing.  Part 
211  of  Chapter  n.  Title  10  of  the  Code 
of  Federal  Regulations,  is  amended  as  set 
forth  below,  effective  immediately. 

Issued  in  Washington,  D.C.,  August  30, 

1974. 

Robert  E.  Montgomery,  Jr., 

General  Counsel, 
Federal  Energy  Administration. 

1.  Section  211.66  is  amended  in  para¬ 
graphs  (d)  and  (e)  to  read  as  follows: 

§211.66  Reporting  requirements. 

•  •  *  •  * 

(d)  Quarterly  report.  Thirty  days  (or 
such  other  period  as  may  be  specified  by 
the  FEA)  prior  to  each  allocation  quar¬ 
ter  commencing  after  August  31,  1974, 
each  refiner  shall  file  with  the  FEA  a 
report  showing  the  following: 

(1)  The  volume  of  crude  oil  runs  to 
stills  of  such  refiner  for  the  allocation 
quarter  or  period  preceding  the  current 
allocation  quarter,  taking  into  account, 
and  specifying  the  amount  of»  the  ad¬ 
justments  provided  for  in  S  211.65(a)  (2) . 

(2)  The  estimated  volume  of  crude  oil 
runs  to  stills  for  the  forthcoming  allo¬ 
cation  quarter,  taking  into  account,  and 


specifying  the  amount  of,  the  adjust¬ 
ments  provided  for  In  §  211.65(a)  (2). 

(3)  Any  change  In  refinery  capacity 
since  the  previous  report. 

(4)  Such  other  Information  as  the  FEA 
may  request. 

(e)  All  Information  required  by  para¬ 
graphs  (c)  and  (d)  of  this  section  shall 
separately  identify  domestic  and  im¬ 
ported  crude  oiL 

*  *  *  *  * 

2.  Hie  Appendix  to  Subpart  C  of  Part 
211  is  amended  by  the  addition  of  a  Spe¬ 
cial  Rule  No.  2  to  read  as  follows: 

Special  Rule  No.  2 

1.  Scope.  This  special  rule  applies  to  all 
refiner-buyers  and  refiner-sellers  for  the  al¬ 
location  quarter  commencing  September  1, 
1974. 

2.  Purpose.  This  special  rule  provides  for 
adjustments  to  the  sale  obligations  of  re¬ 
finer-sellers  and  to  the  purchase  opportuni¬ 
ties  of  reflners-buyers  In  the  allocation  quar¬ 
ter  commencing  September  1,  1974,  based  on 
volumes  required  to  be  offered  for  sale,  but 
not  sold.  In  May,  1974  and  on  variances  be¬ 
tween  the  estimated  crude  oil  runs  to  stills 
for  February  through  April,  1974  (prorated 
for  May)  and  reported  crude  oil  runs  to  stills 
for  May,  1974.  The  adjustments  provided  for 
In  this  special  rule  are  In  addition  to  adjust¬ 
ments  set  forth  in  S  211.65.  This  special  rule 
also  provides  for  a  revised  date  for  publica¬ 
tion  of  the  buy/seU  list. 

3.  Adjustments  to  Purchase  Opportunities 
of  Refiner s-Buyers.  For  the  allocation  quarter 
commencing  September  1,  1974,  In  addition 
to  the  adjustments  specified  In  §  211.65,  the 
foUowing  adjustments  shall  be  made  to  the 
purchase  opportunities  of  refiner-buyers. 

(a)  The  purchase  opportunity  of  each  re¬ 
finer-buyer  which  was  classified  as  a  refiner- 
seller  in  May  1974,  and  did  not  sell  the  total 
quantity  of  crude  oil  that  it  was  required  to 
offer  for  sale  in  such  period  pursuant  to 
paragraphs  3  (b)  and  (c)  of  Special  Rule 
No.  1  for  May  1974,  shall  be  reduced  by  such 
unsold  amount  In  the  allocation  quarter  com¬ 
mencing  September  1,  1974. 

(b)  The  purchase  opportunity  of  each  re¬ 
finer-buyer  shall  be  (1)  reduced  by  the  excess 
of  the  volume  of  domestic  crude  oil  runs  to 
stills  of  that  refiner-buyer  for  May  1974  over 
31/89  of  the  reported  estimated  domestic 
crude  oil  runs  to  stills  of  that  refiner-buyer 
for  the  period  February  through  April  1974, 
and  (11)  Increased  by  (A)  the  excess  of  31/89 
of  such  estimated  domestic  crude  oil  runs 
to  stills  for  such  period  over  the  volume  of 
Its  domestic  crude  oil  runs  to  stills  for  May 
1974,  and  (B)  the  excess  of  31/89  of  the  re¬ 
ported  estimates  of  Imported  crude  oil  runs 
to  stills  of  that  refiner-buyer  for  the  period 
February  through  April  1974,  over  the  volume 
of  its  Imported  crude  oH  runs  to  stills  for 
May  1974. 

4.  Adjustments  to  Sale  Obligations  of  Re¬ 
finer -Sellers.  For  the  allocation  quarter  com¬ 
mencing  September  1,  1974,  In  addition  to 
the  adjustments  specified  In  { 211.65,  the 
following  adjustments  shall  be  made  to  the 
sale  obligations  of  refiner-sellers. 

(a)  Each  refiner-seller  that  was  classified 
as  a  refiner-seller  in  May  1974,  and  did  not 
sell  the  total  quantity  of  crude  oil  that  it 
was  required  to  offer  for  sale  In  such  period 
pursuant  to  paragraphs  3  (b)  and  (c)  of 
Special  Rule  No.  1,  shall  first  be  required  to 
offer  far  sale  Buch  unsold  amount  (together 
with  any  unsold  amounts  specified  in  {  211.65 
(d)  (3) )  to  refiner-buyers;  provided,  however. 
That  such  unsold  amounts  shall  constitute 
a  sales  obligation  of  a  refiner -seller  only  for 


the  allocation  quarter  commencing  Septem¬ 
ber  1,  1974. 

(b)  The  quantity  of  crude  oil  that  a  re¬ 
finer-seller  shall  be  required  to  offer  for  sale 
shall  be  (1)  Increased  by  the  excess  of  the 
volume  of  domestic  crude  oil  runs  to  stills 
of  that  refiner-seller  for  May  1974  over  31/89 
of  the  reported  estimated  domestic  crude  oil 
run  to  stills  of  that  refiner-seller  for  the 
period  February  through  April  1974,  and 
(11)  reduced  by  (A)  the  excess  of  31/89  of 
such  estimated  domestic  crude  oil  runs  to 
stills  for  such  period  over  the  volume  of  Its 
domestic  crude  oil  runs  to  stills  for  May 
1974,  and  (B)  the  excess  of  31/89  of  the  re¬ 
ported  estimates  of  Imported  crude  oil  runs 
to  stills  of  that  refiner-seller  for  the  period 
February  through  April  1974  over  the  volume 
of  its  imported  crude  oil  runs  to  stills  for 
May  1974. 

(c)  Sales  by  a  refiner-seller  In  the  alloca¬ 
tion  quarter  commencing  September  1,  1974, 
shall  be  deemed  to  be  first  In  satisfaction  of 
that  refiner -seller’s  obligations  under  $  211.65 

(d)(3)  and  paragraph  4(a)  of  this  special 
rule,  to  the  extent  of  such  obligations,  and 
next  In  satisfaction  of  the  balance  of  that 
refiner-seller’s  sale  obligation  under  §  211.65. 

6.  Adjustments  for  Purposes  of  Paragraphs 
(3)  and  (4).  For  purposes  of  paragraphs  (3) 
and  (4)  of  this  special  rule,  the  volume  of  a 
refiner's  crude  oil  runs  to  stills  shall  reflect 
the  adjustments  specified  In  i  211.65(a)  (2), 
shall  include  amounts  sold  under  Special 
Rule  No.  1  for  May  1974  and  shall  exclude 
amounts  purchased  under  Subpart  C  for  the 
period  February  through  April  1974  and  un¬ 
der  Special  Rule  No.  1  for  May  1974. 

6.  Calculation  of  Sale  Obligations  of  Re¬ 
finer-Sellers.  For  the  allocation  quarter  com¬ 
mencing  September  1,  1974,  after  calculation 
of  the  amount  of  each  refiner-seller’s  fixed 
percentage  share  of  the  total  allocation  obli¬ 
gation  less  the  quantities  of  crude  oil  re¬ 
quired  to  be  sold  under  i  211.65(d)  (3)  and 
under  paragraph  4(a)  of  this  special  rule, 
the  adjustments  specified  In  paragraph  4(b) 
of  this  special  rule  shall  be  made  to  such 
amount.  To  the  extent  that  the  aggregate  of 
such  adjusted  obligations  of  all  refiner-sellers 
either  exceeds  or  is  less  than  the  aggregate 
of  such  obligations  prior  to  any  adjustment, 
the  adjusted  obligation  of  each  refiner-seller 
shall  be  either  reduced  or  increased,  as  the 
case  may  be,  by  Its  fixed  percentage  share  of 
such  excess  or  shortfall. 

7.  Date  of  Publication  of  Buy/Sell  List. 
Notwithstanding  the  provisions  of  §  211.65 

(e),  the  notice  specified  In  that  section  for 
the  allocation  quarter  commencing  Septem¬ 
ber  1,  1974,  shall  be  published  by  FEA  on  or 
prior  to  September  6, 1974. 

8.  Provisions  of  Subpart  C  to  Remain  in 
Effect.  The  provisions  of  Subpart  C  of  Part 
211  shall  remain  In  full  force  and  effect  ex¬ 
cept  as  expressly  modified  by  the  provisions 
of  this  special  rule. 

[FR  Doc.74-20559  Filed  9-3-74;9:45  am] 


PART  212— MANDATORY  PETROLEUM 
PRICE  REGULATIONS 

Carryover  of  Refiners’  and  Resellers’ 
Unrecouped  Increased  Product  Costs 

The  Federal  Energy  Administration 
hereby  amends,  effective  September  1, 
1974,  the  provisions  of  the  Mandatory 
Petroleum  Price  Regulations  governing 
the  carryover  of  refiners’  and  resellers’ 
unrecouped  Increased  product  costs  (10 
CFR  212.83(d)  and  212.93(e)),  to  clar- 
tfy  and  make  explicit  the  requirement 
that  prices  charged  for  each  covered 
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product  must  reflect  the  equal  applica¬ 
tion  of  increased  product  costs  to  each: 
class  of  purchaser,  and  that  failure  to 
charge  prices  that  reflect  equal  applica¬ 
tion  of  increased  product  costs  except  to 
the  extent  the  seller  is  precluded  from 
charging  such  prices  by  the  price  term 
of  a  contract  in  effect  on  September  1, 
1974,  will  result  in  unrecouped  increased 
product  costs  which  the  seller  will  not 
be  permitted  to  recover  in  a  subsequent 
month. 

The  concept  of  preserving  the  custom¬ 
ary  price  differentials  that  existed  as  of 
May  15,  1973  among  various  classes  of 
purchaser  of  a  particular  covered  prod¬ 
uct  is  fundamental  to  the  PEA  system 
of  price  regulations,  and  has  been  ex¬ 
pressed  in  various  FEA  rules.  Under  the 
refiners’  price  rules,  for  example,  a  for¬ 
mula  is  provided  for  determining  a  uni¬ 
form  cents  per  gallon  increment  of  in¬ 
creased  product  cost  which  may  be  ap¬ 
plied  to  the  May  15,  1973  selling  price 
to  each  class  of  purchaser,  in  order  to 
determine  the  base  price  for  that  prod¬ 
uct  to  that  class  of  purchaser.  The  base 
price  is  the  maximum  lawful  price  for 
the  sale  of  that  product  to  that  class  of 
purchaser.  The  intent  of  this  regulatory 
framework  was  to  preserve  the  “custom¬ 
ary  price  differentials”  between  purchas¬ 
ers,  which,  in  fact,  serve  to  define  “class 
of  purchaser”  in  §  212.31,  by  requiring 
the  application  of  equal  amounts  of  in¬ 
creased  product  cost  to  the  May  15,  1973 
selling  price  to  each  class  of  purchaser. 

In  general,  these  regulations  have  re¬ 
sulted  in  the  equal  application  of  in¬ 
creased  product  costs  among  classes  of 
purchaser.  An  ambiguity  in  the  regula¬ 
tions,  however,  is  that  sellers  are  not 
specifically  required  actually  to  charge 
the  prices  arrived  at  under  the  regula¬ 
tions.  As  an  improved  supply  situation 
has  begun  to  have  a  restraining  influ¬ 
ence  on  prices,  the  FEA  has  become 
aware  that  certain  sellers  have  taken  the 
position  that  they  may  selectively  “bank” 
increased  product  costs  as  to  certain 
classes  of  purchaser,  for  recoupment  in 
a  subsequent  month,  as  long  as  the  prices 
charged  to  other  classes  of  purchaser  do 
not  exceed  the  maximum  lawful  price. 

Such  practices  could  obviously  serve  to 
avoid  the  intent  of  the  overall  framework 
of  the  price  regulations,  and  the  FEA  is 
undertaking  to  insure  that  these  pricing 
practices  are  not  put  into  effect. 

At  the  same  time,  the  FEA  has  con¬ 
cluded  that  its  regulations  should  be 
clarified  in  this  regard,  so  that  all  sellers 
will  be  expressly  on  notice  that  prices 
actually  charged,  and  not  merely  prices 
calculated  as  a  lawful  maximum,  must 
reflect  the  equal  application  of  increased 
product  costs,  except  where  a  pre-exist¬ 
ing  contract  prevents  the  implementa¬ 
tion  of  such  a  price. 

In  order  to  make  this  requirement  ex¬ 
plicit,  which  has  been  adhered  to  by  most 
sellers,  the  FEA  is  amending  its  regula¬ 
tions  providing  for  the  carryover  of  un¬ 
recouped  increased  product  costs  by  a 
seller.  Thus,  for  each  product  the  re¬ 
coupment  of  increased  product  costs  will 
be  calculated  on  the  assumption  that  the 


largest  amount  of  increased  product  cost 
added  to  the  May  15,  1973  selling  price 
and  included  in  the  price  charged  to  any 
class  of  purchaser,  was  equally  applied 
to  the  May  15,  1973  prices  and  included 
in  the  price  charged  to  all  classes  of  pur¬ 
chaser,  without  regard  to  whether  such 
prices  were,  in  fact,  charged.  An  excep¬ 
tion  to  this  requirement  is  provided  to 
the  extent  that  a  seller  can  show  that  a 
lower  price  was  required  to  be  charged 
by  virtue  of  the  price  terms  of  a  contract 
which  was  in  existence  on  or  before  Sep¬ 
tember  1, 1974. 

It  should  be  noted  that  this  clarifica¬ 
tion  of  the  regulations  does  not  alter  in 
any  respect  the  ability  of  a  seller  to 
charge  prices  to  all  classes  of  purchaser 
of  a  covered  product  which  reflect  the 
application  of  less  than  all  available  in¬ 
creased  costs,  and  to  carry  forward  the 
amount  of  increased  costs  which  are  not 
applied  for  recovery  in  a  subsequent 
month.  This  clarification  simply  makes 
explicit  the  limitation  that  a  seller  may 
not  select  among  classes  of  purchaser  of 
the  same  product  those  classes  as  to 
which  it  will  apply  increased  costs  and 
those  classes  as  to  which  it  will  “bank” 
increased  costs. 

This  approach,  which  is  implicit  in  the 
existing  regulations,  is  consistent  with 
the  provisions  of  the  Emergency  Petro¬ 
leum  Allocation  Act  of  1973  respecting 
the  pass  through  of  increased  product 
costs,  since  all  sellers  continue  to  be  af¬ 
forded  the  opportunity  under  the 
amended  regulation  to  pass  through  all 
of  their  increased  product  costs.  Where, 
however,  a  seller  chooses  to  charge  prices 
for  a  product  which  reflect  disparate  ap¬ 
plication  of  increased  product  costs 
among  classes  of  purchaser,  the  carry¬ 
over  of  unrecouped  increased  costs  will 
not  be  permitted  to  the  extent  that  any 
class  of  purchaser  had  a  lesser  amount  of 
increased  costs  applied  to  its  prices  than 
did  another  class  of  purchaser  of  the 
same  product. 

The  only  circumstance  in  which  a  seller 
is  permitted  to  carryover  or  “bank” 
unrecouped  increased  product  costs  due 
to  sales  at  prices  reflecting  less  than 
equal  application  of  increased  costs,  is 
where  the  seller  is  required  to  make  sales 
at  lesser  prices  due  to  price  terms  con¬ 
tained  in  pre-existing  contracts.  Thus, 
to  the  extent  that  a  seller  is  unable  to 
charge  prices  reflecting  equal  application 
of  increased  costs  because  of  a  contract, 
it  will  not  be  precluded  from  applying 
such  unrecovered  costs  to  its  prices  in  a 
subsequent  month.  This  exceptional  cir¬ 
cumstance  was  set  forth  in  FEO  Ruling 
1974-12,  39  FR  18423,  May  20,  1974,  and 
is  made  explicit  within  the  regulations 
by  the  clarifications  issued  today. 

With  respect  to  this  aspect  of  the  reg¬ 
ulations,  a  further  clarifying  change  in 
the  regulations  is  needed.  At  the  time 
Ruling  1974-12  was  issued,  the  FEO  rec¬ 
ognized  that  the  existence  of  long-term, 
fixed-price  contracts  restricted  the 
ability  of  certain  sellers  to  increase  their 
prices  for  products.  As  indicated  above, 
the  clarifications  issued  today  continue 
to  recognize  the  restrictions  imposed  by 
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such  contracts  and  to  accommodate 
those  sellers  whose  pricing  options  are 
thereby  inhibited.  However,  in  order  to 
insure  that,  under  present  conditions, 
the  fixed-price  contract  exception  does 
not  become  a  means  whereby  sellers  can 
avoid  the  intent  of  the  regulations  to 
maintain  price  differentials  between 
classes  of  purchaser,  it  will  be  limited  to 
prices  charged  under  contracts  entered 
into  on  or  before  September  1,  1974,  and 
will  apply  only  to  the  extent  that  the 
maximum  price  which  may  be  charged 
under  the  contract  is  less  than  the  price 
that  would  otherwise  result  from  the 
equal  application  of  increased  product 
costs.  Thus,  to  the  extent  that  a  seller 
charges  a  price  which  is  less  than  it  is 
entitled  to  charge  under  a  fixed-price 
contract  and  which  is  less  than  the  price 
reflecting  equal  application  of  increased 
product  costs,  it  may  not  carryover  to  a 
subsequent  month  the  unrecouped  in¬ 
creased  costs  represented  by  the  dif¬ 
ference  between  the  actual  price  charged 
and  the  highest  price  that  could  have 
been  charged  under  the  contract. 

The  FEA  has  concluded  that  these 
amendments  must  be  made  effective  on 
September  1,  1974,  prior  to  opportunity 
for  comment,  upon  a  finding  that  an 
emergency  exists.  It  has  only  recently 
come  to  FEA’s  attention  that  certain 
sellers  have  implemented  and  continue  to 
implement  prices  which  do  not  conform 
to  the  FEA  concept  of  preserving  May  15, 
1973  price  differentials  among  various 
classes  of  purchaser.  To  the  extent  that 
there  is  ambiguity  in  the  current  regula¬ 
tions,  compliance  efforts  as  to  such  sellers 
are  more  difficult.  And,  as  the  supply 
situation  becomes  more  favorable,  the 
incentive  to  depart  from  the  equal  ap¬ 
plication  requirement  becomes  stronger. 
Moreover,  announcement  of  these 
amendments  as  proposals  would  high¬ 
light  current  ambiguities  in  the  regula¬ 
tions  and  could  result  in  sellers  seeking 
to  take  advantage  of  that  ambiguity  or 
of  the  contract  exception  to  the  regula¬ 
tion. 

The  FEA  has  determined  that  the  con¬ 
tinuation  or  initiation  of  such  practices 
would  be  injurious  to  the  public  welfare, 
in  view  of  the  number  of  circumventions 
of  FEA  regulations  and  the  substantial 
compliance  difficulties  which  would  re¬ 
sult. 

The  FEA  will,  however,  receive  public 
comment  on  the  amendments  issued  to¬ 
day.  The  FEA  is  preparing  further  pro¬ 
posed  revisions  to  the  price  regulations. 
Public  hearings  respecting  the  proposed 
revisions  and  the  amendments  issued  to¬ 
day  are  anticipated  in  September.  The 
FEA  will  solicit  written  and  oral  com¬ 
ments  during  these  proceedings,  notice 
of  which  will  appear  in  the  Federal  Reg¬ 
ister  in  the  near  future. 

The  provisions  of  section  7(i)  (1)  CB)  of 
the  Federal  Energy  Administration  Act 
of  1974  (P.L.  93-275) ,  with  respect  to  no¬ 
tice  and  opportunity  to  comment  are 
hereby  waived  upon  a  finding  that  strict 
compliance  would  cause  serious  harm  or 
injury  to  the  public  health,  safety,  or  wel¬ 
fare.  Opportunity  for  written  and  oral 
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comment  on  this  amendment  to  the  reg¬ 
ulations  will  be  provided  within  45  days 
of  this  date. 

The  review  provisions  of  section  7(c) 
(2)  of  the  Federal  Energy  Administra¬ 
tion  Act  of  1974  (P.L.  93-275)  are  hereby 
waived  for  a  period  of  fourteen  days,  as 
provided  for  in  that  section,  upon  a  find¬ 
ing  that  there  is  an  emergency  situation 
which  requires  immediate  action. 
(Emergency  Petroleum  Allocation  Act  of  1973, 
Pub.  L.  93-159;  Federal  Energy  Administra¬ 
tion  Act  of  1974,  Pub.  L.  93-275;  E.O.  11790, 
(39  FR  23185) ) 

In  consideration  of  the  foregoing,  Part 
212  of  Chapter  n,  Title  10  of  the  Code  of 
Federal  Regulations,  is  amended  as  set 
forth  below,  effective  September  1,  1974. 

Issued  in  Washington,  D.C.,  August  30, 
1974. 

Robert  E.  Montgomery,  Jr., 

General  Counsel, 
Federal  Energy  Administration. 

1.  Section  212.83  is  amended  in  para¬ 
graph  (d)  (1)  by  adding  a  sentence  be¬ 
tween  the  second  and  last  sentences  in 
the  paragraph  to  read  as  follows: 

§  212.83  Allocation  of  refiner’s  in¬ 
creased  product  costs. 

•  •  •  •  * 

(d)  Carryover  of  costs.  *  •  • 

(1)  •  •  •  With  respect  to  each  special 
product  <i=l  and  i=2),  when  a  firm 
calculates  the  amount  of  Increased  prod¬ 
uct  cost  not  recouped,  which  may  be 
added  to  the  May  15,  1973  selling  prices 
to  compute  the  base  prices  for  that  spe¬ 


cial  product  in  a  subsequent  month,  it 
shall  calculate  its  revenues  as  though 
the  greatest  amount  of  increased  product 
costs  actually  added  to  the  May  15,  1973 
selling  price  of  that  special  product  and 
included  in  the  price  charged  to  any  class 
of  purchaser,  had  been  added,  in  the 
same  amount,  to  the  May  15, 1973  selling 
price  of  such  product  and  included  in  the 
price  charged  to  each  class  of  purchaser; 
except  that,  where  an  equal  amount  of 
increased  product  cost  is  not  included  in 
the  price  charged  to  a  purchaser  because 
of  a  price  term  of  a  written  contract  cov¬ 
ering  the  sale  of  such  product  which  was 
entered  into  on  or  before  September  1, 
1974,  that  portion  of  the  increased  prod¬ 
uct  costs  not  included  in  the  price 
charged  to  such  a  purchaser  need  not  be 

included  in  the  calculation  of  revenues. 

*  •  • 

(2)  *  *  *  With  respect  to  each  cov¬ 
ered  product  other  than  a  special  prod¬ 
uct,  when  a  firm  calculates  the  amount 
of  increased  product  cost  not  recouped, 
which  may  be  added  to  May  15, 1973  sell¬ 
ing  prices  to  compute  base  prices  for 
covered  products  other  than  special  prod¬ 
ucts  in  the  subsequent  month,  it  shall 
calculate  its  revenues  as  though  the 
greatest  amount  of  increased  product 
costs  actually  added  to  the  May  15,  1973 
selling  price  of  each  covered  product 
other  than  a  special  product  and  in¬ 
cluded  in  the  price  charged  to  any  class 
of  purchaser,  had  been  added,  in  the  same 
amount,  to  the  May  15,  1973  selling  price 
of  such  product  and  included  in  the  price 
charged  to  each  class  of  purchaser;  ex¬ 
cept  that,  where  an  equal  amount  of  in¬ 


creased  product  cost  is  not  included  in 
the  price  charged  to  the  purchaser  be¬ 
cause  of  a  price  term  of  a  written  con¬ 
tract  covering  the  sale  of  such  product 
which  was  entered  into  on  or  before 
September  1,  1974,  such  portion  of  the 
increased  product  costs  not  included  in 
the  price  charged  to  such  a  purchaser 
need  not  be  included  in  the  calculation 
of  revenues. 

2.  Section  212.93  is  amended  in  para¬ 
graph  (e)  by  adding  a  sentence  at  the 
end  of  the  paragraph  to  read  as  follows : 

§211.93  Price  rule. 

•  •  •  •  * 

(e)  *  *  *  With  respect  to  each  covered 
product,  when  a  seller  calculates  its 
amount  of  increased  cost  not  recouped 
under  this  paragraph,  it  shall  calculate 
its  revenues  as  though  the  greatest 
amount  of  increased  costs  actually  added 
to  the  May  15,  1973  selling  price  of  that 
covered  product  and  included  in  the 
price  charged  to  any  class  of  purchaser, 
had  been  added,  in  the  same  amount,  to 
the  May  15,  1973  selling  price  of  such 
covered  product  and  included  in  the 
price  charged  to  each  class  of  purchaser; 
except  that,  where  an  equal  amount  of 
increased  cost  is  not  included  in  the 
price  charged  to  a  purchaser  because  of  a 
price  term  of  a  written  contract  covering 
the  sale  of  such  product  which  was  en¬ 
tered  into  on  or  before  September  1, 
1974,  such  portion  of  the  Increased  costs 
not  included  in  the  price  charged  to  such 
a  purchaser  need  not  be  included  in  the 
calculation  of  revenues. 

[FR  Doc.74-20558  Filed  9-3-74;9:45  am] 
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FEDERAL  ENERGY  ADMINISTRATION 

[  10  CFR  Part  212  ] 

PRICE  REGULATIONS  IN  PUERTO  RICO 
Notice  of  Proposed  Rulemaking 

The  Federal  Energy  Administration 
hereby  gives  notice  of  a  proposal  to 
amend  the  manner  of  implementing  its 
price  regulations  in  Puerto  Rico,  as  now 
set  forth  in  the  Opinion  and  Order  is¬ 
sued  on  May  16,  1974  (39  FR  17764 
May  20,  1974).  This  proposed  amend¬ 
ment  would  modify  the  above  Opinion 
and  Order  to  eliminate,  beginning  Octo¬ 
ber  1,  1974,  certain  price  adjustments 
which  are  called  for  by  the  Opinion  and 
Order. 

The  Opinion  and  Order  of  May  16, 
1974,  sought  to  avoid  the  severe  adverse 
impact  on  the  economy  of  Puerto  Rico 
of  sharply  increased  prices  for  petro¬ 
leum  products  by  adopting  a  regulation 
intended  to  maintain  prices  for  petro¬ 
leum  products  sold  in  Puerto  Rico  at  ap¬ 
proximately  the  same  levels  as  in  the 
mainland  United  States. 

Certain  mainland  United  States  re¬ 
finers,  subject  to  the  general  FEA  petro¬ 
leum  price  regulations  for  refiners,  con¬ 
trol  entities  which  operate  in  Puerto 
Rico,  but  these  entities  purchase  the 
products  they  sell  in  Puerto  Rico  from 
Commonwealth  Oil  Refining  Company, 
Inc.  (CORCO).  CORCO,  which  is  not 
affiliated  with  any  mainland  United 
States  refiner,  refines  only  high-cost  for¬ 
eign  source  crude  oil,  which  results  in 
correspondingly  higher  prices  to  the 
Puerto  Rican  entities  of  mainland  United 
States  refiners. 

In  the  context  outlined  above,  the  FEO 
(now  the  FEA)  determined  that  the 
Puerto  Rican  entities  of  mainland 
United  States  refiners  would  be  treated 
with  their  parent  refiner  firms  under 
the  refiner  price  rule.  Such  treatment  of 
the  Puerto  Rican  entities  of  mainland 
United  States  refining  firms  requires 
these  entities  in  effect,  to  average  the  in¬ 
creased  cost  of  products  purchased  in 
Puerto  Rico  from  CORCO  with  the  total 
increased  costs  of  crude  oil  and  pur¬ 
chased  petroleum  products  of  the  main¬ 
land  refiner,  and  to  apply  the  same 
amount  of  increased  product  cost  to 
prices  in  Puerto  Rico  as  is  applied  to 
prices  in  the  mainland  United  States.  As 
a  result,  the  entities  of  mainland 
United  States  refiners  operating  in 
Puerto  Rico  have  maximum  lawful 
prices  in  Puerto  Rico  which  are  at 
approximately  the  same  level  as  the 
maximum  lawful  prices  for  the  petro¬ 
leum  products  sold  by  these  companies 
in  the  mainland  United  States,  subject 
to  certain  adjustments. 

Additionally,  the  FEA,  in  its  May  16, 
1974  Opinion  and  Order,  dealt  specifi¬ 
cally  with  the  prices  to  be  charged  by 
CORCO  to  Shell  (Puerto  Rico),  which 
.  is  not  owned,  directly  or  indirectly,  by  a 
mainland  United  States  refiner,  and 
therefore  can  only  be  treated  as  a  re¬ 
seller  under  the  price  regulations. 
Under  the  reseller  rule.  Shell  (Puerto 
Rico)  may  pass  through  in  its  prices, 
on  a  dollar-for-dollar  basis,  the  in¬ 


creased  cost  of  the  products  it  purchases 
from  CORCO. 

The  FEA  concluded  that  the  prospect 
of  having  one  marketer  on  the  island 
passing  through  directly  the  higher  cost 
of  CORCO’s  products,  while  the  other 
marketers  were  averaging  in  CORCO’s 
prices  with  their  mainland  refiner  firms, 
had  the  potential  of  creating  a  disrup¬ 
tive  condition  in  the  marketplace,  since 
the  maximum  lawful  prices  of  Shell 
(Puerto  Rico)  would  have  been  sub¬ 
stantially  in  excess  of  those  of  the  other 
marketers. 

Therefore,  to  alleviate  the  potential 
of  disruption,  FEA  determined  that  its 
price  regulations  in  Puerto  Rico  would 
be  implemented  in  a  manner  that  would 
result  in  comparable  prices  at  the  retail 
level  for  all  marketers.  The  FEA  in  its 
May  16, 1974  Opinion  and  Order  directed 
that  CORCO  would  be  required  to  sell 
products  to  Shell  (Puerto  Rico)  at  a 
price  adjusted  downward  pursuant  to  the 
method  of  adjustment  established  in  the 
Opinion  and  Order,  and  to  make  a 
corresponding  upward  adjustment  in  the 
prices  charged  to  its  other  customers. 

In  determining  that  a  downward  ad¬ 
justment  in  the  price  of  CORCO  prod¬ 
ucts  to  Shell  (Puerto  Rico)  was  appro¬ 
priate,  the  FEA  took  into  account  the 
general  market  conditions  at  the  time  in 
the  petroleum  industry.  In  light  of  those 
conditions,  the  FEA  concluded  that  the 
parent  mainland  United  States  refiner 
firms  of  CORCO’s  purchasers  other  than 
Shell  (Puerto  Rico)  were  in  a  position  to 
pass  through  the  increased  costs  of  the 
products  obtained  from  CORCO,  includ¬ 
ing  the  increment  which  resulted  from 
the  adjustment  to  the  prices  charged  to 
Shell  (Puerto  Rico).  In  the  absence  of 
an  adjustment  to  the  prices  charged  to 
Shell  (Puerto  Rico) ,  Shell  (Puerto  Rico) 
would  have  been  in  a  position  to  pass 
through  the  full  amount  of  the  increased 
cost  of  the  products  it  purchased  from 
CORCO.  This  pass  through  by  Shell 
(Puerto  Rico)  would  have  resulted  in 
retail  prices  for  gasoline  sold  by  Shell 
(Puerto  Rico)  of  as  much  as  17  cents,  or 
more,  above  the  prices  for  gasoline  sold 
by  the  other  marketers  on  the  island 
under  the  refiner  price  rule. 

The  FEA  believes,  however,  that  since 
the  issuance  of  the  Opinion  and  Order, 
the  supply  situation  has  improved  con¬ 
siderably,  and  that  market  forces  are 
beginning  to  have  an  impact  on  prices 
and  to  restrict  somewhat  the  ability  of 
sellers  to  pass  through  increased  costs. 

In  light  of  these  changed  circum¬ 
stances,  FEA  has  reevaluated  the  equity 
of  continuing  to  require  CORCO  pur¬ 
chasers  other  than  Shell  (Puerto  Rico) 
to  pay  higher  prices  to  offset  lower  prices 
to  Shell  (Puerto  Rico).  FEA  proposes 
therefore,  to  eliminate  entirely  from  the 
May  16,  1974  Opinion  and  Order,  the 
provision  which  requires  CORCO  to  ad¬ 
just  its  prices  to  Shell  (Puerto  Rico) 
downward,  and  the  corresponding  pro¬ 
vision  as  to  upward  adjustments  in  prices 
for  all  other  purchasers.  The  effect  of 


this  amendment  would  be  to  reinstate 
the  normal  FEA  refiners  price  regula¬ 
tions  with  respect  to  sales  by  CORCO  to 
all  its  purchasers  in  Puerto  Rico. 

The  FEA  recognizes  that  Shell  (Puerto 
Rico) ,  as  a  reseller,  would  then  be  faced 
with  the  prospect  of  either  seeking  to  sell 
products  at  prices  that  reflect  a  full  pass 
through  of  increased  cost,  but  which 
would  not  be  competitive,  or  obtaining 
financial  support  from  its  parent  com¬ 
pany  until  such  time  as  the  costs  to  Shell 
(Puerto  Rico)  could  again  be  recovered 
in  the  prices  it  charges  in  Puerto  Rico. 
Nevertheless,  the  purpose  of  the  May  16, 
1974  Opinion  and  Order  was  not  to  pro¬ 
tect  Shell  (Puerto  Rico)  from  having  to 
make  this  choice.  (Indeed,  the  Puerto 
Rican  entities  of  mainland  United  States 
refiners  have  been  required  by  the  opera¬ 
tion  of  the  refiner  price  regulations  to 
obtain,  in  effect,  financial  assistance 
from  their  mainland  parent  firms.) 
Rather,  the  purpose  of  the  May  16,  1974 
Opinion  and  Order  with  respect  to  prices 
charged  to  Shell  (Puerto  Rico)  was  to 
avoid  the  disruptive  impact  on  the 
Puerto  Rican  economy  that  the  direct 
pass  through  of  CORCO’s  high  prices  by 
Shell  (Puerto  Rico)  would  have  had. 
This  was  the  fundamental  public  in¬ 
terest  consideration  that  formed  the 
basis  of  the  May  16,  1974  Opinion  and 
Order.  Since  supplies  of  petroleum  prod¬ 
ucts  now  are  significantly  increased,  the 
FEA  believes  that  the  removal  of  the 
Shell  (Puerto  Rico)  price  adjustment 
would  not  have  the  adverse  impact  on 
the  public  that  it  would  have  had  in  May. 

The  FEA  also  wishes  to  emphasize  that 
it  will  seek  to  enforce  its  May  16,  1974 
Opinion  and  Order  in  all  respects  as  to 
all  transactions  that  occur  while  it  is  in 
effect,  in  its  current  form,  and  that  this 
proposal  to  modify  the  Opinion  and 
Order  relates  only  to  the  CORCO  price 
adjustments.  In  all  other  respects  the 
Opinion  and  Order  of  May  16, 1974  would 
remain  operative;  i.e..  Shell  (Puerto 
Rico)  would  continue  to  be  treated  under 
the  reseller  rule  and  the  Puerto  Rican 
marketing  entities  of  United  States  re¬ 
finers  would  continue  to  be  treated  under 
the  refiner  rule. 

The  rule  proposed  herein  is  limited  in 
its  principal  effect  to  one  section  of  the 
United  States  and  directly  affects  only  a 
few  companies.  It  is  not  likely  to  have  a 
substantial  impact  on  the  Nation’s  econ¬ 
omy  or  upon  large  numbers  of  individ¬ 
uals  or  businesses.  Written  comments 
will  be  carefully  considered.  There  is, 
therefore,  no  need  for  the  oral  presen¬ 
tation  of  views,  data  and  arguments. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  this  rulemaking  by  submitting 
written  data,  views,  or  arguments  with 
respect  to  the  proposed  amendment  set 
forth  in  this  notice  to  the  Executive  Sec¬ 
retariat,  Federal  Energy  Administration, 
Box  AZ,  Washington,  D.C.  20461. 

Comments  should  be  identified  on  the 
outside  envelope  and  on  the  documents 
submitted  to  the  Federal  Energy  Admin¬ 
istration  Executive  Secretariat  with  the 
designation,  “Price  Regulations  in  Puerto 
Rico.”  Fifteen  copies  should  be  sub- 
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mitted.  All  comments  received  by  Sep¬ 
tember  23,  1974  and  all  other  relevant 
information  will  be  considered  by  the 
Federal  Energy  Administration  before 
final  action  is  taken  on  the  proposed 
amendment. 

As  required  by  section  7(c)(2)  of  the 
Federal  Energy  Administration  Act  of 
1974,  Pub.  L.  93-275,  a  copy  of  this  Notice 
has  been  submitted  to  the  Administra¬ 
tor  of  the  Environmental  Protection 
Agency  for  his  comments  concerning  the 
impact  of  this  proposal  on  the  quality 
of  the  environment.  The  Administrator 
had  no  comments  to  offer  in  this  regard. 

(Emergency  Petroleum  Allocation  Act  of 

1973,  Pub.  L.  93-159,  87  Stat.  627;  Federal 
Energy  Administration  Act  of  1974,  Pub.  L. 
93-275,  88  Stat.  96;  E.O.  11790,  39  FR  23185) 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  the  Opinion  and 
Order  of  May  16,  1974,  as  set  forth 
herein. 

Issued  in  Washington,  D.C.,  August  30, 

1974. 

Robert  E.  Montgomery,  Jr., 
General  Counsel, 
Federal  Energy  Administration. 
JFR  Doc.74-20560  Filed  9-3-74;9:45  am] 


[  10  CFR  Part  212  ] 

MANDATORY  PETROLEUM 
REGULATIONS 

Computation  of  Landed  Costs;  Further  No¬ 
tice  of  Proposed  Rulemaking  and  Public 
Hearing 

On  May  20,  1974,  FEO  (now  the  Fed¬ 
eral  Energy  Administration)  issued  a 
notice  of  proposed  rulemaking  concern¬ 
ing  the  standards  which  it  would  ap¬ 
ply  in  transactions  between  affiliated  en¬ 
tities  in  disallowing  costs  pursuant  to 
§  212.83(e)  of  its  regulations  (39  FR 
17771,  May  20,  1974).  The  notice  set  out 
in  detail  the  origin  and  evolution  of  the 
current  FEA  regulations  governing  the 
computation  of  transfer  prices  between 
affiliated  entities,  and  that  notice  should 
be  read  in  conjunction  with  this  fur¬ 
ther  notice. 

In  particular,  the  notice  indicated 
FEA’s  preliminary  determination  that 
the  actual  cost  of  covered  product  to 
a  U.S.  affiliate  in  a  transaction  with  a 
related  entity  should  be  established  at 
the  price  which  would  obtain  if  the 
product  had  been  purchased  in  an  arms- 
length  transaction.  This  treatment  was 
expected  to  minimize  economic  distor¬ 
tions  which  might  otherwise  occur  and 
to  result  in  all  refiners  of  imported  crude 
oils  having  as  nearly  as  possible  a  com¬ 
parable  measure  of  cost  regardless  of 
whether  the  product  was  purchased  from 
a  related  party. 

To  determine  the  arms-length  price, 
FEA  proposed  the  use  of  the  “compara¬ 
ble  sales  method”.  This  method  would 
have  required  companies  to  set  their 
interaffiliate  transfer  prices  for  each 
crude  oil  on  the  basis  of  all  sales  or 
purchases  to  unrelated  parties  of  that 
crude  oil  In  the  month  of  measurement. 


PROPOSED  RULES 

The  proposed  regulations  recognized 
that  in  some  cases  refiners  would  have 
insufficient  third-party  sales  to  use  the 
comparable  sales  method;  FEO  proposed 
in  those  instances  to  apply  the  “net  cost 
method”.  The  net  cost  method  would 
have  essentially  limited  the  overseas  pro¬ 
duction  affiliates’  margins  per  barrel  to 
those  prevailing  in  May  1973.  FEO  indi¬ 
cated  that  it  would  apply  the  net  cost 
method  when  the  comparable  sales 
method  was  not  available  unless  “some 
other  clearly  appropriate  method  for  de¬ 
termining  a  representative  arms-length 
price  is  established  as  a  result  of  public 
comments  and  suggestions  in  this  rule- 
making  proceeding.” 

Twenty-two  comments  including  de¬ 
tailed  submissions  from  most  of  the 
major  international  oil  companies  were 
received  by  June  17,  1974,  the  closing 
date  for  comments,  and  several  were  re¬ 
ceived  after  that  date.  In  addition,  cer¬ 
tain  major  international  oil  companies 
were  ordered  to  provide  the  detailed 
price  information  requested  in  the 
notice.  The  comments  raised  many  ques¬ 
tions  concerning  both  the  basic  concepts 
involved  in  the  proposed  regulations  and 
matters  of  detail.  All  of  the  comments 
and  data  were  carefully  reviewed  by 
FEA  and  the  questions  raised  by  them 
were  discussed  and  evaluated. 

n.  On  the  basis  of  the  comments  and 
other  information  available  to  it,  FEA 
reaffirms  its  basic  decision  that  inter¬ 
affiliate  prices  should  be  established  at 
the  levels  which  would  have  obtained  if 
the  affiliates  had  dealt  with  each  other 
at  arms-length.  To  determine  arms- 
length  prices,  FEA,  however,  has  de¬ 
cided  to  modify  its  proposed  regulations. 
In  order  to  allow  for  comment  on  the 
technical  details  of  this  modification, 
FEA  is  issuing  this  further  notice  of 
proposed  rulemaking. 

The  proposed  arms-length  rule  pro¬ 
vides  as  nearly  as  possible  equality  of 
treatment  under  the  price  regulations 
for  integrated  and  non-integrated  re¬ 
finers.  At  the  same  time,  an  arms-length 
standard  will  prevent  possible  abuse  of 
the  price  regulations  by  affiliated  oil 
companies  and  will  assure  the  integrity 
of  the  domestic  price  control  system. 
Such  treatment  is  also  consistent  with 
the  general  principles  applied  by  the 
Internal  Revenue  Service  in  allocating 
income  between  affiliated  entities,  al¬ 
though  necessarily  the  rules  utilized  by 
FEA  to  determine  arms-length  prices 
differ  from  those  employed  by  the  IRS 
and  the  prices  determined  by  the  two 
agencies  may  differ. 

A.  General  Rule.  The  comparable 
sales  method  which  FEA  proposed  in  its 
first  notice  as  the  general  rule  for  deter¬ 
mining  acceptable  levels  of  transfer 
prices  would  have  required  companies  to 
calculate  separate  transfer  prices  for 
crude  oils  which  were  sold  to  an  affiliated 
entity  and  which  were  landed  during  the 
month  of  measurement  and  to  ascertain 
comparable  prices  for  each  crude  oil  from 
third-party  transactions  in  that  crude 
oil  during  the  same  period.  In  other 
words,  it  required  separate  crude-by¬ 


crude  calculations  based  solely  upon  the 
company’s  own  experience  in  sales  of 
each  crude  oil  to  third  parties. 

FEA  has  concluded  that  this  approach 
is  deficient  in  several  respects.  First,  it 
unduly  limits  the  data  base  available  to 
companies  for  determining  comparable 
market  prices  by  restricting  the  universe 
of  data  which  each  company  may  use  to 
actual  transactions  by  that  company  in 
the  particular  crude  oil.  The  comments 
suggested,  and  FEA  concurs,  that  it  is 
appropriate  to  permit  companies  to  take 
into  account  reported  transactions  by 
other  companies  and  transactions  involv¬ 
ing  other  crude  oils.  Second,  the  proposal 
did  not  sufficiently  recognize  the  fact 
that,  in  any  given  month,  companies 
landing  a  particular  crude  oil  in  an  inter¬ 
affiliate  transaction  may  have  had  no 
third-party  sales  whatever  in  that  par¬ 
ticular  crude  oil.  Thus,  there  would  be 
no  basis  for  calculating  a  comparable 
market  price  for  that  crude  under  the 
proposal. 

To  eliminate  these  deficiencies,  FEA 
now  proposes  a  new  general  rule.  It  pro¬ 
vides  that,  in  the  first  instance,  com¬ 
panies  may  establish  arms-length  prices 
based  upon  whatever  information  is 
available  to  them  regardless  of  whether 
or  not  the  particular  company  had  sub¬ 
stantial  third-party  sales  or  purchases  in 
the  particular  crude  oil.  This  corresponds 
to  the  method  which  many  companies 
have  traditionally  used  in  calculating 
transfer  prices  and  permits  latitude  in 
the  exercise  of  company  judgment  and 
flexibility  to  respond  to  changing  mar¬ 
ket  conditions  as  perceived  by  the  com¬ 
pany. 

Simultaneously,  however,  FEA  will  re¬ 
quire  the  companies  to  submit  informa¬ 
tion,  on  a  monthly  basis,  reporting  all 
crude  oil  purchases  and  sales  by  any 
affiliated  entity  of  each  company.  Using 
this  market  data,  FEA  will  calculate  a 
representative  arms-length  price  for  each 
standard  reference  crude  oil.  FEA  will 
compare  the  transfer  prices  computed  by 
the  companies  with  the  representative 
arms-length  prices  which  FEA  computes 
and  will  disallow  costs  attributable  to 
transfer  prices  which  exceed  by  a  fixed 
margin  the  representative  arms-length 
price  computed  by  FEA. 

In  establishing  a  representative  arms- 
length  price,  FEA  will  review  the  prices 
for  all  reported  arms-length  transactions 
during  the  month  of  measurement.  The 
median  price  of  these  transactions,  i.e„ 
the  lowest  price  at  or  below  which  50  per¬ 
cent  or  more  of  the  reported  monthly 
arms-length  sales  occur,  will  be  con¬ 
sidered  the  representative  arms-length 
price.  For  non-reference  crudes  or  for 
crudes  in  which  the  volume  of  third- 
party  transactions  is  not  significant,  the 
price  would  be  determined  by  calculat¬ 
ing  its  value  with  respect  to  the  refer¬ 
ence  crude  most  similar  in  quality. 
Transfer  prices  determined  by  affiliated 
entities  which  exceed  the  higher  of  (a) 
the  representative  price  plus  10  cents  per 
barrel  or  (b)  the  lowest  price  at  which  65 
percent  or  more  (as  measured  by 
volume)  of  the  reported  monthly  arms- 
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length  sales  occur  will  be  disallowed. 
Companies  whose  prices  have  been  dis¬ 
allowed  will  be  required  to  utilize  the 
representative  price. 

To  determine  the  representative  price, 
FEA  has  chosen  a  measure  which  takes 
account  of  all  arms-length  transactions 
reported  to  it  regardless  of  their  nature. 
The  market  is,  of  course,  composed  of 
not  one  but  many  prices,  particularly 
when  the  general  level  of  prices  is  chang¬ 
ing  rapidly  as  it  has  this  last  year.  In 
deciding  what  price  to  choose  from  those 
reported,  FEA  has  selected  the  median 
because  it  reflects  the  middle  level  of  all 
prices  in  the  market,  and  although  it 
takes  account  of  all  transactions,  the 
median,  unlike  a  weighted  average,  is 
not  unduly  affected  from  month-to- 
month  by  particular  transactions  at 
either  the  high  or  low  end  of  the  pricing 
range  or  by  the  particular  mix  of  trans¬ 
actions  reported  to  FEA.  The  median 
also  should  avoid  the  sharp  monthly 
fluctuations  which  would  occur  if  one 
used  simply  spot  or  short-term  prices. 
On  the  other  hand,  it  should  not  result 
In  a  price  excessively  dependent  upon 
those  contained  in  long-term  contracts 
entered  into  several  years  ago  which,  not¬ 
withstanding  escalator  provisions  for  in¬ 
creases  in  government  take,  may  not 
reflect  the  full  range  of  arms-length 
prices  prevailing  between  unaffiliated 
entities. 

Firms  will  be  given  some  room  for  dis¬ 
cretion  in  determining  their  prices.  The 
allowance  of  a  price  above  the  median 
takes  account  of  the  fact  that  individ¬ 
ual  situations  vary  and  that  the  infor¬ 
mation  available  to  individual  firms  may 
differ  somewhat  from  that  available  to 
FEA.  The  higher  maximum  should  em¬ 
brace  most  reasonable  estimates  of  ap¬ 
propriate  arms-length  prices.  A  study 
of  sample  data  available  to  FEA  for 
Arabian  light,  the  most  widely  traded 
crude,  indicates  that  the  bulk  of 
all  third-party  transactions  occur  at 
prices  equal  to  or  below  the  median  price 
plus  ten  cents,  and  this  range  should  give 
firms  adequate  leeway  in  estimating 
suitable  arms-length  prices  for  Arabian 
light  and  other  reference  crudes.  The 
allowance  of  the  price  at  which  65  per¬ 
cent  or  more  of  monthly  sales  take  place 
should  give  firms  added  leeway  in  esti¬ 
mating  suitable  arms-length  prices  for 
reference  crudes  in  months  of  excep¬ 
tional  price  variability  when  the  10  cent 
rule  might  not  embrace  all  good  faith 
estimates. 

The  regulation  encourages  firms  to  set 
their  transfer  prices  at  the  median 
rather  than  at  a  higher  allowable  price 
by  requiring  any  firm  whose  transfer 
price  exceeds  the  maximum  permitted 
price  to  use  the  representative  price.  This 
requirement  is  intended  to  discourage 
intentional  pricing  in  the  grey  area  be¬ 
tween  the  representative  and  maximum 
price. 

B.  Elimination  of  Net  Cost  Method. 
The  most  important  change  in  the  final 
regulations  is  the  elimination  of  the  net 
cost  method.  There  are  several  major 
reasons  for  this  change.  First,  FEA’s  pre¬ 
ferred  measure  of  cost  has  always  been 


the  arms-length  standard.  FEA  has  been 
and  is  primarily  concerned  with  protect¬ 
ing  the  integrity  of  its  domestic  price 
controls  which  could  be  evaded  by  the 
use  of  transfer  prices  in  excess  of  those 
which  would  obtain  between  independent 
entities.  The  net  cost  method  was  pro¬ 
posed  for  use  in  those  cases  in  which 
FEA  felt  that  it  could  not  derive  an 
arms-length  price  with  sufficient  preci¬ 
sion  to  meet  its  regulatory  obligations 
because  of  a  narrow  data  base  which  re¬ 
sulted  from  the  use  of  third-party  data 
limited  to  a  company  by  company  basis. 
FEA  now  believes,  however,  upon  the 
basis  of  the  comments  received  and  pre¬ 
liminary  data  collection,  that  it  is  feasible 
to  establish  a  range  of  acceptable  arms- 
length  prices  on  the  basis  of  pooled  data 
collected  from  all  the  companies.  Thus, 
there  is  no  longer  a  need  for  the  net  cost 
method  as  an  alternate  ceiling  price. 

A  second  reason  for  not  using  the  net 
cost  method  as  proposed  is  that  it  would 
have  discriminated  against  some  com¬ 
panies.  Companies  having  large  foreign 
crude  supplies  that  are  marketed  exten¬ 
sively  to  third-parties  could  have  used 
the  more  favorable  comparable  sales 
method  while  companies  which  brought 
all  or  nearly  all  of  their  crude  into  the 
U.S.  for  use  in  their  own  refineries  would 
have  been  relegated  to  the  net  cost 
method  and  the  more  narrow  margins 
the  method  permits. 

Finally,  employment  of  the  net  cost 
method  might  have  created  a  disincen¬ 
tive  for  production  companies  to  export 
crude  to  the  U.S.  and  might  have  mate¬ 
rially  lessened  the  ability  of  the  U.S.  to 
attract  sufficient  petroleum  supplies  dur¬ 
ing  emergency  periods.  Many  companies 
indicated  that  because  the  net  cost 
method  permits  smaller  returns,  there 
would  exist  an  inducement  to  dispose  of 
their  crude  and  product  abroad  or  to  re¬ 
arrange  their  supply  patterns  so  as  to 
bring  into  the  U.S.  relatively  high  cost 
supply.  While  it  is  by  no  means  certain 
that  companies  would  actually  act  in  ac¬ 
cordance  with  this  inducement  (espe¬ 
cially  in  light  of  foreign  price  controls) ,  it 
is  clear  that  in  a  tight  market  such  as 
prevailed  during  the  embargo  any  signifi¬ 
cant  diversion  would  have  serious  con¬ 
sequences,  and  should  be  avoided. 

C.  Crude  Types  and  Prices.  FEA  will 
compute  representative  and  maximum 
prices  for  crudes  periodically  designated 
as  reference  crudes  by  considering  all 
transactions  reported  to  FEA  for  refer¬ 
ence  and  related  crudes.  Presently  desig¬ 
nated  reference  crudes  are  listed  in  Ap¬ 
pendix  A  to  this  notice.  FEA  will  adjust 
third-party  prices  of  related  crudes  to 
the  reference  crude  using  the  differen¬ 
tials  in  the  posted  prices,  tax-reference 
prices  other  official  selling  prices  estab¬ 
lished  by  the  host  government  for  crude 
sales.  In  establishing  the  representative 
and  maximum  prices  for  non-reference 
crudes  in  countries  for  which  there  is  one 
or  more  reference  crudes,  FEA  will  make 
similar  adjustments  from  the  prices  of 
the  most  similar  in  quality  reference 
crudes. 

Inter-country  comparisons  will  be 
made  only  when  there  is  no  reference 


crude  from  a  particular  country.  In  such 
cases  the  representative  and  maximum 
prices  will  be  calculated  with  respect 
to  the  most  similar  in  quality  reference 
crude  in  the  same  geographical  area, 
with  adjustments  made  for  the  dif¬ 
ference  between  the  two  crudes  in 
gravity,  sulphur  content  and  the  cost  of 
transportation  to  the  United  States 
market. 

For  gravity  a  standard  adjustment  of 
2  cents  per  degree  API  will  be  made. 
For  sulphur  FEA  will  determine  the  dif¬ 
ference  in  market  value  on  the  basis 
of  the  yields  of  residual  fuel  oil  and  the 
fuel  oil  sulphur  content.  (Sulphur  is  not 
generally  economically  significant  in 
other  products.)  FEA  recognizes  that 
some  refiners  are  restricted  in  their 
crude  choices  by  their  inability  to  process 
sour  crudes  and  the  market  value 
of  products  may  not  for  such  refiners 
reflect  the  full  cost  of  sulphur.  In  setting 
a  single  sulphur  penalty,  however,  FEA 
believes  that  product  prices  for  residual 
are  the  best  market  measure. 

To  calculate  the  differential  for  sul¬ 
phur,  FEA  will  periodically  publish 
values  for  the  premium  paid  for  low 
sulphur  residual  fuel  oil  in  the  appro¬ 
priate  market  for  comparison,  usually 
the  U.S.  East  Coast,  upon  the  basis  of 
the  best  information  available  to  it. 
Initially  FEA  proposes  to  set  this  value 
at  $1.25  per  barrel  for  each  percent  of 
sulphur  content,  and  interested  parties 
are  asked  specifically  to  comment  on  the 
suitability  of  this  value.  This  means  that 
a  fuel  oil  with  one  percent  sulphur 
should  sell  at  approximately  $1.25  per 
barrel  more  than  a  fuel  oil  with  2  percent 
sulphur.  It  is  further  assumed  that  there 
is  no  additional  penalty  for  sulphur  for 
fuel  oil  with  a  sulphur  content  over  3 
percent  since  prices  for  such  oils  are  es¬ 
tablished  in  the  bunker  market  where 
sulphur  is  not  important.  Given  the  low- 
sulphur  premium,  the  yields  of  fuel  oil 
from  the  two  crudes  being  compared, 
and  the  sulphur  content  of  the  respective 
fuel  oils,  it  is  possible  to  calculate  the 
differential  value  for  crude  oils  due  to 
sulphur  content.  This  is  done  by  compar¬ 
ing  the  premiums  per  barrel  of  crude 
against  a  hypothetical  barrel  of  three 
percent  sulphur  oil.  The  method  may  be 
best  illustrated  by  the  following 
example.  « 

Example  1  ] 

Residual  fuel  yield:  Crude  I,  0.5;  Crude  H, 
0.4.  *  , 

Sulphur  content  of  the  residual  fuel  oil: 
Crude  1,2.2%;  Crude  n,  0.5%. 

Market  premium  for  low  sulphur  fuel  oil 
per  percent — $1.25. 

Sulphur  premium  Crude  I — yield  X  sulphur 
difference  compared  to  3%  fuel  oil  X  sulphur 
premium: 

0.5 X  (3.0— 2.2)  X$125=$0.50 

Sulphur  premium  Crude  n — yield  x  sul¬ 
phur  difference  compared  to  3%  fuel  oil 
X sulphur  premium:  •  ■* 

0.4X^3.0— 1.5)  X$1.25=$0.75 

Premium  of  Crude  II  over  Crude  I: 

$0.75— $0.50=$0.25  ^ 

Transportation  differentials  for  inter- 
country  crude  comparisons  will  be  estab- 
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lished  on  the  basis  of  AFRA.  AFRA 
should  be  also  used  to  adjust  delivered 
sales  to  an  f  .o.b.  basis  although  FEA  may 
permit  companies  to  use  other  indexes 
if  they  can  demonstrate  to  FEA  that  they 
have  historically  used  some  other  index  in 
a  consistent  fashion  in  computing  trans¬ 
portation  charges  for  transactions  be¬ 
tween  affiliates.  The  regulation  govern¬ 
ing  transportation  may  be  subject  to  fur¬ 
ther  adjustment  in  a  subsequent  rule- 
making  addressing  directly  the  question 
of  transportation  charges  between  affili¬ 
ated  entities. 

C.  Excluded  Transactions.  In  determin¬ 
ing  market  prices,  FEA  will  exclude  cer¬ 
tain  transactions.  First,  FEA  will  exclude 
purchases  of  buy-back  crude,  i.e.,  re¬ 
purchases  of  government  crude  by  the 
former  equity  owners.  The  meaningful 
price  in  such  cases  is  the  weighted  aver¬ 
age  of  the  company’s  buy-back  and  re¬ 
maining  equity  crude;  and,  since  the  tax 
paid  cost  of  equity  crude  is  well  below 
buy-back,  companies  with  equity  crude 
can  pay  substantial  premiums  for  par¬ 
ticipation  crude  and  still  be  competitive. 
In  particular,  a  company  may  pay  a  high 
buy-back  price  in  exchange  for  a  reduc¬ 
tion  of  its  buy-back  obligations.  The  net 
result  of  such  a  transaction  may  be  a 
reduction  in  the  company’s  average  costs. 

Secondly,  as  an  initial  matter,  FEA  be¬ 
lieves  that  it  is  necessary  to  exclude  ex¬ 
change  transactions.  The  nature  of  ex¬ 
changes  is  such  that  a  wide  variety  of 
formal  prices  may  be  attached  to  the 
exchange  without  affecting  its  substance; 
moreover,  many  non-price  terms  may  be 
important.  Hence,  FEA  does  not  believe 
that  it  can  accurately  rely  upon  the  price 
attached  to  such  transactions.  FEA  will, 
however,  continue  to  collect  data  on  both 
exchanges  and  repurchases  of  participa¬ 
tion  crude  in  order  to  more  effectively 
monitor  market  developments  and  to 
supplement  the  other  price  information 
which  it  will  obtain. 

Other  excluded  transactions  are  sales 
to  host  governments  at  cost  or  cost  plus 
nominal  fees,  sales  of  royalty  oil  to  the 
extent  taken  “in  kind”  by  host  govern¬ 
ments  and  overlift  sales  of  crude  between 
members  of  a  joint  venture. 

E.  Timing  of  Cost  Accruals.  Increased, 
costs  to  a  U.S.  affiliate  shall  not  be  con¬ 
sidered  to  be  “incurred”  before  the  crude 
is  physically  landed  in  the  United  States. 
The  value  of  such  crude  shall  be  deter¬ 
mined  by  the  price  for  sales  of  the  cor¬ 
responding  crude  loaded  during  the  same 
month.  Thus,  although  a  firm  may  only 
pass  through  costs  attributable  to  car¬ 
goes  landed  during  the  month,  the  value 
of  those  cargoes  will  be  established  by 
reference  to  fo.b.  sales  loaded  during 
the  same  month.  This  rule  is  designed  to 
provide  equitable  treatment  for  the  vari¬ 
ous  companies  by  insuring  uniformity  of 
treatment  and  should  simplify  the  audit¬ 
ing  process.  The  rule  differs  from  existing 
accounting  practices,  and  companies 
which  would  be  affected  are  asked  to 
specifically  Indicate  any  problems  which 
this  may  cause. 

F.  Contingent  Transactions.  When 
sales  or  purchases  are  contingent  or  sub¬ 
ject  to  further  adjustment,  companies 


will  be  required  to  make  their  best  esti¬ 
mates  of  the  expected  final  sale  price. 
FEA  will  calculate  the  representative 
price  for  the  month  on  the  basis  of  these 
provisional  estimates  and  other  informa¬ 
tion  available  to  it.  As  sale  prices  are 
adjusted,  updated  reports  will  have  to  be 
made  to  FEA,  and  FEA  will  accordingly 
adjust  the  maximum  prices  which  it  will 
permit.  When  the  uncertainty  surround¬ 
ing  major  groups  of  transactions  is  large, 
FEA  may  initially  allow  a  higher  or  lower 
price  than  that  which  it  ultimately  im¬ 
poses  or  it  may  delay  calculations  of  any 
set  of  maximum  prices  leaving  the  com¬ 
pany’s  provisional  transfer  prices  in 
effect. 

G.  Resales.  The  foregoing  rules  apply 
to  crude  transfers  between  affiliates  only 
when  at  least  part  of  the  crude  stream 
from  the  country  of  origin  is  equity  crude 
or  crude  which  is  otherwise  sold  to  or 
received  by  the  international  affiliate  on 
a  preferential  basis.  Crude  obtained  pur¬ 
suant  to  Service  Contracts,  i.e.,  contracts 
in  which  a  company  provides  exploratory 
and  drilling  services  in  exchange  for  a 
portion  of  any  oil  ultimately  found,  shall 
be  considered  crude  received  on  a  prefer¬ 
ential  basis.  The  cost  of  crude  from 
countries  in  which  the  international  af¬ 
filiate  does  nothing  more  than  purchase 
the  oil  from  the  host  government  or 
third  parties  and  then  resell  it  to  its 
domestic  affiliate  should  be  measured 
using  the  price  at  which  the  oil  is  pur¬ 
chased  from  the  third-party. 

H.  Exchanges.  Although  exchanges  are 
not  a  problem  in  interaffiliate  transfers 
as  such,  exchanges  or  a  pattern  of  sales 
and  purchases  could  be  used  to  avoid  the 
regulations  applying  to  equity  crude  or 
crude  received  on  a  preferential  basis. 
Instead  of  importing  equity  oil,  firms 
could  sell  equity  oil  to  third-parties  and 
purchase  their  import  requirements  in 
the  open  market.  In  real  market  trans¬ 
actions  this  would  not  ordinarily  be  ad¬ 
vantageous  because  the  arms-length 
standard  for  affiliate  pricing  is  oriented 
towards  market  prices,  but  if  the  sale  and 
purchase  price  exceed  the  maximum 
price  allowed  on  equity  oil  the  possibility 
of  abuse  exists.  In  general,  no  problems 
result  in  this  connection  as  long  as  crude 
imported  into  the  United  States  is  either 
equity  crude  of  the  affiliated  entities  or 
is'  crude  purchased  directly  from  the  host 
country.  Thus,  FEA  will  be  requiring 
data  from  the  U.S.  affiliate  in  order  to 
monitor  what  percentage  of  its  imports 
is  purchased  from  non-affiliated  entities 
other  than  the  government  of  the  country 
of  origin.  If  this  percentage  has  increased 
over  May  1973,  FEA  may  require  evidence 
that  the  company  has  not  engaged  in 
transactions  to  artificially  increase  its 
landed  costs.  For  purposes  of  determining 
net  cost  in  ordinary  exchanges,  the  oil 
purchased  shall  be  given  the  cost  basis 
of  the  oil  sold  plus  or  minus  any  net 
payments  to  the  exchanging  partner. 

I.  Special  Cases.  Companies  receiving 
oil  from  Indonesia  must  use  the  official 
selling  price  as  long  as  it  is  in  fact  re¬ 
flective  of  the  price  at  which  the  bulk 
of  all  market  sales  are  taking  place.  For 
Canadian  crude,  prices  should  be  deter¬ 


mined  directly  by  reference  to  posted 
prices.  Since  in  these  cases  real  market 
prices  at  which  all  crude  moves  may  be1 
determined  directly,  there  is  no  need  for 
the  more  elaborate  procedure  applicable 
elsewhere.  Companies  will  have  to  con¬ 
tinue  to  report  all  sales  and  purchases 
of  such  oil,  how’ever,  in  order  that  FEA 
may  monitor  the  situation. 

J.  October  1973-August  1974.  FEA 
proposes  to  use  the  same  general  princi¬ 
ples  in  disallowing  costs  pursuant  to 
212.83(e)  for  the  period  from  October 
1973  to  the  present  as  it  proposes  to 
apply  to  later  months.  Companies  whose 
prices  have  been  disallowed  for  these 
months  will  be  ordered  by  FEA  to  make 
appropriate  adjustments. 

K.  Data  Collection.  To  provide  the 
data  base  for  monitoring  transfer  prices 
and  carrying  out  its  other  statutory  re¬ 
sponsibilities,  FEA  will  systematically 
collect  certain  data  on  crude  oil  trans¬ 
actions  between  affiliated  entities  and 
crude  oil  transactions  between  unrelated 
parties.  FEA  will  also  require  more  de¬ 
tailed  information  than  is  currently  pro¬ 
vided  on  the  form  FEA  96  showing  the 
buildup  of  total  costs.  In  particular,  FEA 
expects  to  require  that  all  firms  pro¬ 
vide  the  following  information: 

1.  By  country  of  origin  for  all  sales, 
purchases  and  exchanges  between  non- 
affiliated  entities  during  the  month. 

a.  Type  of  crude. 

b.  Gravity. 

c.  Sulphur  content  by  weight. 

d.  Yield  of  residual  fuel  oil  and  the 
sulphur  content  of  the  residual  fuel  oil. 

e.  Date  of  loading. 

f .  Port  of  loading. 

g.  Expected  port  of  discharge  (if 
known) . 

h.  Duration  of  contract  pursuant  to 
which  the  sale  is  made  (beginning  and 
ending  dates  of  supply  should  be  shown 
as  should  the  next  date  on  which  the 
contract  is  subject  to  price  renegotiation 
other  than  automatic  price  escalations) . 

i.  Volume  of  the  shipment. 

j.  F.o.b.  price,  point  of  loading.  For 
delivered  sales  this  should  be  calculated 
by  subtracting  freight,  insurance  and 
other  included  items.  Freight  for  these 
purposes  should  be  measured  by  AFRA. 

k.  Rebates,  discounts  or  other  consid¬ 
eration  passing  to  or  from,  directly  or 
indirectly,  non-affiliated  parties. 

l.  Net  f.o.b.  price  (j  less  k) . 

Companies  will  be  expected  to  identify 
and  segregate  transactions  according  to 
whether  they  are  sales,  purchases,  or  ex¬ 
changes.  Companies  will  be  permitted  to 
use  representative  values  for  items  (b)- 
(d)  for  particular  crude  types  and  re¬ 
peated  submissions  will  not  be  required. 
Firms  will  be  expected  to  indicate  where 
estimates  or  adjustments  have  been  made 
setting  out  briefly  in  notes  the  basis  for 
such  estimates  or  adjustments.  All 
transactions  between  unaffiliated  par¬ 
ties  will  have  to  be  reported  whether  or 
not  the  crude  is  destined  for  import  into 
the  United  States. 

2.  By  country  of  origin  for  each  crude 
type  imported  during  the  month  from 
an  affiliated  entity: 
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a.  Type  of  crude. 

b.  Gravity. 

c.  Sulphur  content  by  weight. 

d.  Yield  of  residual  fuel  oil  and  the 
sulphur  content  of  the  residual  fuel. 

e.  Port  of  loading  (if  several  ports  of 
loading  are  used,  items  (g)  through 
(k)  should  be  reported  by  port  for  each 
crude  type) . 

f.  Volume  imported. 

g.  Weighted  average  (by  volume)  pur¬ 
chase  price  per  10  CFR  212.83(b). 

h.  Weighted  average  (by  volume) 
transportation  cost  per  10  CFR 
212.83(b). 

i.  Landed  cost  (h  plus  i)  per  10  CFR 
212.83(b). 

j.  Weighted  average  (by  volume)  cost 
at  the  port  of  loading.  The  computation 
of  this  item  should  show  the  percentage 
of  equity  oil  and  non-equity  oil,  the  tax- 
paid  cost  of  equity  oil,  and  the  purchase 
price  of  non-equity  oil. 

As  in  (1) ,  companies  may  use  representa¬ 
tive  values  for  (b)-(d)  for  particular 
crude  types  and  repeated  submissions 
will  not  be  required. 

Similar  data  may  be  required  on  a 
cargo-by-cargo  basis  for  imported  crude 
from  both  affiliated  and  non-affiliated 
entities  in  order  to  facilitate  FEA’s  audit¬ 
ing  procedures,  and  in  appropriate  cases 
FEA  may  require  from  U.S.  companies 
information  on  transfer  prices  to  their 
non-U.S.  affiliates. 

Data  will  be  collected  for  the  months 
of  May  1973  and  October  1973  through 
August  1974.  FEA  expects  to  give  refiners 
30  days  to  file  these  initial  reports  for 
prior  months.  Certain  refiners  have  al¬ 
ready  submitted  partial  reports  through 
April  1974,  and  further  reports  may  be 
required.  FEA  will  advise  those  refiners 
from  which  further  reports  are  not  re¬ 
quired. 

FEA  recognizes  that  the  information  to 
be  collected  from  companies  is  proprie¬ 
tary  and  FEA  will  treat  such  informa¬ 
tion  as  confidential  to  the  extent  that  it 
is  entitled  to  such  treatment  under  Sec¬ 
tion  14  of  the  Federal  Energy  Adminis¬ 
tration  Act  of  1974.  This  information  will, 
however,  be  aggregated  to  establish  rep¬ 
resentative  and  maximum  prices  for 
major  reference  crudes,  which  prices 
FEA  may  make  publicly  available.  This 
will  be  done  only  with  a  time  lag  suffi¬ 
cient  to  prevent  FEA’s  announced  prices 
from  interacting  with  the  market  and 
thereby  pegging  or  otherwise  affecting 
price  levels.  It  will  also  be  done  only  to 
the  extent  compatible  with  preventing 
the  identification  of  individual  company 
data. 

All  companies  which  will  be  required  to 
submit  reports  pursuant  to  these  reg¬ 
ulations  should  indicate  to  FEA  as  part 
of  this  rulemaking  any  problems  which 
they  may  have  in  reporting  in  a  timely 
fashion  the  required  data. 

III.  This  proposed  rulemaking  is  di¬ 
rected  solely  to  setting  forth  standards 
for  the  determination  of  transfer  prices 
for  crude  oil.  FEA  is  not  at  this  time 
elaborating  standards  for  transfer  prices 
for  products  although  it  may  address  it¬ 
self  to  this  question  in  the  future.  FEA 


will,  however,  continue  to  monitor  prod¬ 
uct  prices  generally  to  determine  the  rea¬ 
sonableness  of  product  prices  used  by 
companies  in  interaffiliate  transactions. 

FEA  will  also  examine  product  realiza¬ 
tions  to  see  whether  they  are  consonant 
with  the  level  of  crude  prices  used  by  the 
companies  in  their  interaffiliate  transfers 
and  the  prices  generated  by  the  proposed 
rule.  If  it  becomes  apparent  that  prod¬ 
uct  realizations  are  not  consistent  with 
the  crude  prices  being  used  for  transfer 
purposes,  FEA  will  consider  further 
modifications  of  the  regulations  to  assure 
that  crude  prices  for  integrated  compa¬ 
nies  are  consonant  with  actual  realiza¬ 
tions  for  products  in  the  market. 

IV.  Refiners  which  would  be  subject  to 
these  regulations  and  other  interested 
parties  are  asked  to  direct  themselves 
specifically  to  the  following  questions: 

1.  What  additions  or  changes  should 
be  made  in  the  listing  of  crude  oils  in 
Appendix  A?  In  particular,  companies 
should  identify  those  crude  types  which 
they  sell  to  or  purchase  from  unaffiliated 
parties  or  which  they  expect  to  import 
into  the  United  States.  For  each  crude, 
firms  should  indicate  the  representative 
gravity  and  sulphur  values  of  the  crudes 
and  the  percentage  yield  of  residual  fuel 
oil  and  its  sulphur  content.  In  addition 
for  each  crude  from  a  country  for  which 
no  reference  crude  is  designated,  com¬ 
panies  should  indicate  the  reference 
crude  most  nearly  similar  in  quality  in 
the  same  geographical  region. 


Fifteen  copies  should  be  submitted.  All 
comments  received  by  September  19, 
1974,  and  all  other  relevant  information 
will  be  considered  by  the  FEA  before  final 
action  is  taken  on  the  proposed  amend¬ 
ment. 

Any  information  or  data  considered  by 
the  person  furnishing  it  to  be  confiden¬ 
tial  must  be  so  identified  and  submitted 
separately  and  in  writing,  one  copy  only. 
FEA  reserves  the  right  to  determine  the 
confidential  status  of  the  information  or 
data  and  to  treat  it  according  to  its 
determination. 

A  public  hearing  in  the  proceeding  will 
be  held  beginning  at  9:30  a.m.,  on  Mon¬ 
day,  September  23,  1974,  at  the  New  Post 
Office  Building,  12th  and  Pennsylvania 
Avenue,  NW.,  Washington,  D.C.,  to  re-, 
ceive  comments  from  interested  persons 
on  the  matters  set  forth  herein.  Any  per¬ 
son  who  has  an  interest  in  the  subject  of 
the  hearing,  or  who  is  a  representative  of 
a  group  or  class  of  persons  which  has  an 
interest  in  the  subject  of  the  hearing, 
may  make  a  written  request  for  an  op¬ 
portunity  to  make  oral  presentation. 
Such  a  request  should  be  directed  to  the 
Executive  Secretariat,  FEA,  and  must  be 
received  before  4:30  p.m.,  E.D.S.T.,  Sep¬ 
tember  16,  1974.  Such  a  request  may  be 
hand  delivered  to  Room  3309,  New  Post 
Office  Building,  12th  and  Pennsylvania 
Avenue,  NW.,  Washington,  D.C.,  between 
the  hours  of  8  a.m.,  and  4:30  p.m.,  Mon¬ 
day  through  Friday.  The  person  making 
the  request  should  be  prepared  to  de- 


2.  For  what  crudes  do  differences  in .  scribe  the  interest  concerned;  if  appro- 


the  posted  prices,  tax  reference  prices  or 
other  official  selling  prices  for  various 
crudes  fail  to  approximate  relative  dif¬ 
ferences  in  market  values  of  the  crudes 
produced  in  the  country?  For  any  such 
crudes  companies  should  indicate  their 
estimate  of  the  correct  adjustment  and 
the  basis  for  their  estimates. 

3.  For  what  crudes,  if  any,  would  the 
proposed  intercountry  adjustments  fail 
reasonably  to  approximate  relative 
market  values?  In  particular,  are  the 
parameters  used  in  determining  the  sul¬ 
phur  adjustment  reasonable?  What  al¬ 
ternative  procedures  are  available? 

As  required  by  section  7  (c)  of  the  Fed¬ 
eral  Energy  Administration  Act  of  1974, 
Pub.  L.  93-275,  a  copy  of  this  notice  has 
been  submitted  to  the  Administrator  of 
the  Environmental  Protection  Agency  for 
his  comments  concerning  the  impact  of 
this  proposal  on  the  quality  of  the  en¬ 
vironment.  The  Administrator’s  com¬ 
ments  are  contained  in  Appendix  B  to 
this  notice. 

Interested  persons  may  participate  in 
this  rulemaking  by  submitting  written 
data,  views  or  arguments  with  respect  to 
the  proposed  regulation  and  any  infor¬ 
mation  that  is  relevant  to  a  decision  in 
this  matter,  to  the  Executive  Secretariat, 
Federal  Energy  Administration,  12th  and 
Pennsylvania  Avenue,  N.W.,  Box  AJ, 
Washington,  D.C.  20461. 

Comments  should  be  identified  on  the 
outside  envelope  and  on  the  documents 
submitted  to  the  Executive  Secretariat, 
FEA,  with  the  designation  “Computation 
of  Landed  Costs.” 


priate,  to  state  why  he  is  a  proper  repre¬ 
sentative  of  a  group  or  class  of  persons 
which  has  such  an  interest;  and  to  give 
a  concise  summary  of  the  proposed  oral 
presentation  and  a  phone  number  where 
he  may  be  contacted  through  Septem¬ 
ber  19,  1974.  Each  person  selected  to  be 
heard  will  be  so  notified  by  the  FEA  be¬ 
fore  5:30  p.m.,  e.d.s.t.,  September  19, 
1974,  and  must  submit  100  copies  of  his 
statement  to  the  Executive  Secretariat, 
FEA,  Room  3315,  New  Post  Office  Build¬ 
ing,  Washington,  D.C.  20461,  before  9 
a.m.,  e.d.s.t.,  September  23,  1974. 

The  FEA  reserves  the  right  to  select  the 
persons  to  be  heard  at  the  hearing,  to 
schedule  their  respective  presentations, 
and  to  establish  the  procedures  govern¬ 
ing  the  conduct  of  the  hearing.  Each 
presentation  may  be  limited,  based  on 
the  number  of  persons  requesting  to  be 
heard. 

An  FEA  official  will  be  designated  to 
preside  at  the  hearing.  It  will  not  be  a  ju¬ 
dicial  or  evidentiary-type  hearing.  Ques¬ 
tions  may  be  asked  only  by  those  con¬ 
ducting  the  hearing,  and  there  will  be  no 
cross-examination  of  persons  presenting 
statements.  Any  decision  made  by  the 
FEA  with  respect  to  the  subject  matter 
of  the  hearing  will  be  based  on  all  infor¬ 
mation  available  to  the  FEA.  At  the  con¬ 
clusion  of  all  initial  oral  statements,  each 
person  who  has  made  an  oral  statement 
will  be  given  the  opportunity  if  he  so  de¬ 
sires,  to  make  a  rebuttal  statement.  The 
rebuttal  statements  will  be  given  in  the 
order  in  which  the  initial  statements 
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were  made  and  will  be  subject  to  time 
limitations. 

(Emergency  Petroleum  Allocation  Act  of 

1973,  Pub.  L.  93-159;  Federal  Energy  Admin¬ 
istration  Act  of  1974,  Pub.  L.  93-275;  E.O. 
11790,  39  FR  23185) 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  Part  212,  Chapter  n 
of  Title  10,  Code  of  Federal  Regulations, 
as  set  forth  below. 

Issued  in  Washington,  D.C.,  August  30, 

1974. 

Robert  E..  Montgomery,  Jr., 

General  Counsel, 
Federal  Energy  Administration. 

Section  212.83(b)  is  revised  to  read  as 
follows; 

§  212.83  Allocation  of  refiner's  increased 
product  costs. 

•  •  •  *  • 

(b)  “Landed  cost”  means;  *  *  * 

(3)  For  purposes  of  products,  other 
than  crude  oil,  purchased  in  a  trans¬ 
action  between  affiliated  entities  and 
shipped  pursuant  to  an  arms-length 
transaction,  the  cost  of  the  product 
computed  by  use  of  the  customary  ac¬ 
counting  procedures  generally  accepted 
and  consistently  and  historically  applied 
by  the  firm  concerned  plus  the  actual 
transportation  cost. 

(4)  For  purposes  of  products,  other 
than  crude  oil,  purchased  and  shipped 
pursuant  to  a  transaction  between  affil¬ 
iated  entities,  the  costs  of  the  product 
and  the  transportation  both  computed 
by  use  of  the  customary  accounting  pro¬ 
cedures  generally  accepted  and  con¬ 
sistently  and  historically  applied  by  the 
firm  concerned. 

(5)  For  purposes  of  crude  oil  pur¬ 
chased  in  a  transaction  between  affil¬ 
iated  entitles  and  shipped  pursuant  to 
an  arms-length  transaction,  the  cost  of 
crude  oil  computed  pursuant  to  §  212.84 
plus  the  actual  transportation  cost. 

(6)  For  purposes  of  crude  oil  pur¬ 
chased  and  shipped  pursuant  to  a  trans¬ 
action  between  affiliated  entitles,  the 
cost  of  crude  oil  computed  pursuant  to 
§  212.84  plus  the  cost  of  transportation 
computed  by  use  of  the  customary  ac¬ 
counting  procedures  generally  accepted 
and  consistently  and  historically  applied 
by  the  firm  concerned. 

•  *  •  •  * 

A  new  $  212.84  is  added  to  read  as 
follows: 

§  212.84  Disallowance  of  costs. 

(a)  Scope.  This  section  prescribes  the 
standards  which  firms  shall  use  in  de¬ 
termining  the  cost  of  Imported  crude  oil 
purchased  in  a  transaction  between  affil¬ 
iated  entities  and  the  standards  which 
FEA  shall  use  to  disallow  and  to  allocate 
such  costs  pursuant  to  §  212.83(e). 

(b)  Definitions.  For  purposes  of  this 
section — 

“AFRA”  means  the  London  Tanker 
Broker’s  average  freight  rate  assessment 
for  the  largest  class  of  tankers  capable 
of  loading  and  discharging  on  the  route 


in  question  for  the  month  of  measure¬ 
ment. 

“Host  government”  means  the  govern¬ 
ment,  or  any  government  controlled  com¬ 
pany  engaged  In  the  production,  refining 
or  marketing  of  crude  oil  or  other  cov¬ 
ered  product,  of  the  country  in  which  the 
crude  oil  is  produced. 

“Yield  of  residual  fuel  oil”  means  the 
percent  by  volume  of  residual  fuel  oil 
which  is  produced  from  particular  crude 
oil  as  determined  by  the  Bureau  of  Mines 
routine  method  or  other  equivalent 
methods. 

(c)  Cost  of  crude  oil.  The  cost  of  crude 
oil  In  transactions  between  affiliates 
shall  be  equal  to  the  price  which  would 
prevail  if  the  affiliated  entities  consist¬ 
ently  and  continuously  dealt  with  each 
other  at  arms-length.  Affiliated  entitles 
shall  initially  set  the  cost  of  crude  oil  at 
a  f.o.b.  price  at  the  port  of  loading  in 
the  country  of  origin  which  is  represent¬ 
ative  of  those  prices  prevailing  in  arms- 
length  transactions  according  to  the  best 
information  available  to  the  affiliated 
entities.  For  transactions  between  affil¬ 
iated  entities  In  which  delivery  is  made 
at  a  location  other  than  the  port  of 
loading,  the  price  shall  be  equal  to  the 
f.o.b.  price  at  the  port  of  loading  plus 
the  cost  of  transportation  computed  by 
use  of  the  customary  accounting  pro¬ 
cedures  consistently  and  historically  ap¬ 
plied  by  the  firm  concerned. 

(d)  Disallowance  of  costs.  (1)  When¬ 
ever  the  weighted  average  (by  volume) 
price  set  by  affiliated  entities  for  a  crude 
type  exceeds  the  maximum  price  for  such 
crude,  the  costs  attributable  to  such 
price  shall  be  disallowed.  The  method 
of  determination  of  the  maximum  price 
is  set  forth  in  paragraph  (e)  of  this 
section. 

(2)  FEA  shall  notify  firms  in  thirty 
days  after  the  filing  of  the  report  re¬ 
quired  under  paragraph  (h)  of  this  sec¬ 
tion,  or  as  soon  thereafter  as  practicable, 
of  any  disallowance  occasioned  by  in¬ 
formation  contained  in  the  report. 

(3)  Upon  notification  that  its  costs 
have  been  disallowed  for  any  month  be¬ 
ginning  with  September  1974,  a  firm 
shall  recalculate  its  costs  for  the  month 
of  measurement  using  the  representative 
price  for  that  month.  The  difference  be¬ 
tween  tire  firm’s  disallowed  costs  and  its 
recalculated  costs  shall  be  subtracted 
from  the  amount  of  Its  costs  computed 
for  the  month  in  which  the  firm  receives 
notice  of  disallowance.  The  method  of 
determination  of  the  representative  price 
is  set  forth  in  paragraph  (e)  of  this 
section. 

(4)  Upon  notification  that  its  costs 
have  been  disallowed  for  any  month 
from  October  1973  through  August  1974, 
a  firm  shall  make  appropriate  adjust¬ 
ment  as  ordered  by  FEA. 

(e)  Determination  of  representative 
and  maximum  prices.  (1)  For  a  reference 
crude  the  representative  price  shall  be 
the  lowest  price  at  which  fifty  percent  or 
more  (as  measured  by  volume)  of  re¬ 
ported  arms-length  transactions  loaded 
during  the  month  of  measurement  take 
place. 


(2)  For  a  reference  crude  the  maxi¬ 
mum  price  for  the  month  of  measure¬ 
ment  shall  be  the  higher  of — 

(i)  The  representative  price  plus  20 
cents  per  barrel,  or 

(li)  The  lowest  price  at  which  65  per¬ 
cent  or  more  (as  measured  by  volume) 
of  reported  arms-length  transactions 
loaded  during  the  month  of  measure¬ 
ment  take  place. 

(3)  In  determining  the  representative 
and  maximum  price  for  a  reference 
crude,  FEA  will  consider  all  transactions 
reported  to  FEA  for  the  reference  and 
related  crudes  loaded  during  the  month 
of  measurement.  A  related  crude  is  a 
non-reference  crude  which  is  more  simi¬ 
lar  in  quality  to  the  reference  crude  to 
which  it  is  deemed  related  than  to  any 
other  reference  crude.  The  prices  of  re¬ 
lated  crudes  shall  be  adjusted  to  the 
reference  crude  on  the  basis  of  the  dif¬ 
ference  in  the  posted  prices,  tax-refer¬ 
ence  prices  or  other  official  selling  prices 
as  established  by  the  host  government 
for  crude  sales. 

(4)  In  determining  the  representative 
and  maximum  price  FEA  will  exclude 
the  following  transactions : 

(i)  Purchases  from  the  host  govern¬ 
ment  by  companies  also  lifting  equity 
crude  or  otherwise  receiving  crude  oil  on 
a  preferential  basis  from  the  particular 
country. 

(li)  Sales  to  host  governments  at  cost 
or  cost  plus  nominal  fees. 

(ill)  Sales  of  royalty  oil  to  the  extent 
taken  “in  kind”  by  host  governments. 

(iv)  Overlift  sales  of  crude  between 
members  of  a  joint  venture. 

(v)  Barter  or  exchange  transactions. 

(5)  For  a  non-reference  crude  from 
a  country  for  which  there  is  one  or  more 
reference  crudes,  the  representative  and 
maximum  prices  shall  be  the  represent¬ 
ative  and  maximum  prices  of  the  most 
similar  in  quality  reference  crude  ad¬ 
justed  for  the  difference  in  the  posted 
prices,  tax-reference  prices  or  other  of¬ 
ficial  selling  prices  as  established  by  the 
host  government  for  the  two  crudes. 

(6)  For  a  crude  from  a  country  for 
which  there  is  no  reference  crude,  the 
representative  and  maximum  prices 
shall  be  determined  by  adjusting  the 
representative  and  maximum  prices  of 
the  reference  crude  most  nearly  similar 
in  quality  in  the  same  geographical 
region.  The  representative  price  of  the 
reference  crude  shall  be  adjusted  for  the 
differences  between  the  two  crudes  in 
gravity,  sulphur  content  and  the  cost  of 
the  transportation  to  the  relevant  mar¬ 
ket  for  comparison. 

(i)  The  transportation  adjustment 
shall  be  the  difference  in  AFRA  rates 
for  shipment  from  the  points  of  loading 
to  the  appropriate  points.  FEA  will  pe¬ 
riodically  publish  a  list  of  the  appropri¬ 
ate  delivery  ports. 

(ii)  The  gravity  adjustment  shall  be 
the  difference  in  API  gravity  to  the 
nearest  degree  times  two  cents. 

(ill)  The  sulphur  adjustment  shall  be 
determined  by  reference  to  the  differ¬ 
ences  in  the  sulphur  content  and  the 
yields  of  residual  fuel  oil  for  the  crudes 
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being  compared.  The  difference  in  value 
shall  be  equal  to  the  difference  in  the 
respective  low-sulphur  premiums  for  the 
two  crudes.  The  low-sulphur  premium 
for  each  crude  shall  be  equal  to — 

(a)  The  percentage  yield  of  residual 
fuel  oil  divided  by  100,  times, 

(b)  Three  less  the  percent  of  sulphur 
in  the  residual  fuel  oil,  times, 

(c)  The  market  premium  per  percent 
of  sulphur. 

The  low-sulphur  premium  shall  be  zero 
if  the  percent  of  sulphur  in  the  residual 
fuel  is  three  or  greater.  The  market 
premium  for  various  geographic  areas 
shall  be  published  periodically  by  FEA. 
For  the  East  Coast  the  market  premium 
shall  be  $1.25  per  barrel  for  each  per¬ 
cent  of  sulphur  content  until  otherwise 
ordered  by  FEA. 

(7)  FEA  may  provide  by  order  for  ad¬ 
justments  different  from  those  provided 
in  this  section  upon  petition  by  any  in¬ 
terested  party  or  on  its  own  initiative. 

(f)  Selection  of  Reference  Crudes. 
FEA  will  periodically  publish  a  list  of 
all  crudes  designated  as  reference  crudes. 
In  general,  FEA  will  designate  as  a  ref¬ 
erence  crude  any  crude  oil  which  is 
traded  substantially  or  which  is  used  as 
a  pricing  standard  by  the  host  govern¬ 
ment  and  the  companies.  FEA  may  in 
a  particular  month  choose  not  to  desig¬ 
nate  as  a  reference  crude  any  crude  for 
which,  for  them  monthly  transaction  re¬ 
ported  to  FEA  (excluding  those  set  out 
in  paragraph  (e)  (2)  of  this  section) . 

( 1 )  the  total  volume  is  less  than  600,000 
barrels, 

(2)  the  number  of  independent  trans¬ 
actions  of  at  least  100,000  barrels  each 
is  less  than  four,  or 

(3)  more  than  thirty-five  percent  of 
the  transactions  by  volume  are  pursuant 
to  a  single  contract. 

(g)  Exceptions.  (1)  the  cost  of  crude 
oil  from  Canada  shall  be  the  posted  price 
for  such  crude  plus  the  Canadian  export 
tax. 

(2)  The  cost  of  crude  oil  from  Indo¬ 
nesia  shall  be  the  official  selling  price 
unless  FEA  determines  that  significant 
transactions  are  taking  place  at  prices 
other  thalt  the  official  selling  price. 

(3)  The  cost  of  crude  oil  produced  in 
a  country  from  which  the  affiliated  en¬ 
tities  obtain  all  of  their  crude  oil  in  arms- 
length  transactions  from  the  host  gov¬ 


ernment  or  other  unaffiliated  entities 
shall  be  the  price  paid  to  the  unaffiliated 
entities. 

(h)  Increased  costs  to  a  U.S.  affiliate 
shall  not  be  considered  to  be  incurred 
before  the  crude  is  physically  landed  in 
the  United  States.  In  computing  the  cost 
of  crudes  landed  in  the  month  of  meas¬ 
urement,  reference  shall  be  made  to 
prices  for  cargoes  loaded  during  the 
month  of  measurement;  determination 
of  representative  and  maximum  prices 
by  FEA  will  also  be  made  on  such  a  basis. 

(i)  Reports.  (1)  Companies  claiming 
increased  crude  costs  shall  be  required  to 
provide  to  FEA  detailed  information  con¬ 
cerning  their  transfer  prices  and  the 
prices  of  all  third-party  purchases  and 
sales  by  affiliated  companies  (whether  or 
not  destined  for  the  United  States)  for 
the  month  of  May  1973  and  the  month  of 
measurement.  Such  reports  shall  be  in 
accordance  with  forms  and  instructions 
provided  by  FEA.  Prices  shall  be  reported 
f  .o.b.  the  port  of  loading  and  shall  be  ad¬ 
justed  for  any  rebates,  discounts  or  other 
consideration  passing  to  or  from,  directly 
or  indirectly,  non-affiliated  parties.  Re¬ 
ports  shall  be  due  fifteen  days  after  the 
end  of  the  month  of  measurement  except 
that  reports  for  the  months  of  May  1973 
and  October  1973  through  August  1974 
shall  be  due  on  October  15,  1974. 

(2)  For  transactions  which  are  subject 
to  material  price  adjustments,  firms  shall 
provide  their  best  estimates  of  the  ex¬ 
pected  price  and  the  amounts  actually 
paid  or  received  pending  final  settlement. 
These  estimates  shall  be  subsequently  ad¬ 
justed  on  an  interim  or  final  basis  as 
adjustments  are  made  between  the 
parties. 

Appendix  A 

(The  asterisk  denotes  a  reference  crude] 


Typical 

Country 

Name 

AI>1 

gravity 

(degrees) 

Abu  Dhabi . 

..  ‘Murban _ _ 

_ 

_  39 

Algeria . 

..  *Arzew . . 

44 

Hassi  Messaoud _ 

_ ;  44 

....  42 

_ :  34 

33 

29 

— a  34 

---=  37 

_ j  40 

Minas . . 

_ a  35 

Country 

Name 

Typical 

API 

gravity 

(degrees) 

Iran . .  . 

...  ‘Light . 

34 

‘Heavy. _ _ 

31 

Ahwaz . 

J  25 

Cyrus . 

19 

Noruz . 

22 

35 

31 

Libya . 

...  ‘Libyan . . 

40 

Amua. _ _ 

36 

Brega . . . 

40 

Es-Sider . 

37 

Nafoora . . . 

35 

Sirtica . 

38 

Zueitina . . 

40 

34 

Forcados . 

31 

Esearros . „ . 

37 

Brass  River . . 

43 

Qua  Ibo . 

37 

Medium. . 

26 

Midwest . 

31 

Oban . . . 

36 

34 

40 

Marino.  . 

36 

Saudi  Arabia.. 

....  ‘Light . 

34 

‘Heavy. _ _ 

28 

•Medium. . 

30 

•Berri _ : . . 

39 

31 

Lo . 

33 

Mola . . . 

28 

Pan  Am . . 

31 

Venezuela _ 

_ *Tia  Juana  Light... 

31 

•Tia  Juana  Medium. 

24 

‘Oficina  Light . 

35 

•Bachaquero. . 

17 

Centro  Lago . . 

36 

l.agunillas . 

17 

La  Rosa . 

24 

San  Joaquin . 

....  41 

I.agotreco _ 

28 

Lagocinco . 

36 

Appendix 

B — Environmental 

Protection 

Agency  Comments 

In  response  to  your  letter  of  August  27, 
1974,  the  Environmental  Protection  Agency 
has  reviewed  the  proposed  Federal  Energy 
Administration  notice  of  proposed  rule  mak¬ 
ing  setting  forth  revisions  to  10  CFR  212.83 
Landed  Cost,  and  adding  §  212.84  Disallow¬ 
ance  of  Costs.  Under  §  212.84(e)  (7)  (111) ,  FEA 
proposes  to  set  the  East  Coast  market  pre¬ 
mium  per  percent  of  sulphur  at  $1.25.  In 
order  that  the  public  and  EPA  might  evalu¬ 
ate  the  full  implications  of  this  proposal, 
we  believe  FEA  should  make  available  the  in¬ 
formation  which  it  used  to  arrive  at  the  above 
market  premium  figure.  Only  then  will  EPA 
be  able  to  thoroughly  review  the  environ¬ 
mental  effects  of  the  proposed  rulemaking. 

Thank  you  for  the  opportunity  to  review 
and  comment  on  these  proposed  actions. 

[FR  Doc.74-20561  Filed  9-3-74;  12:41  pm] 
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IU  WIIUW  IF  ANY  CHANGES  HAVE  BEEN 
MADE  IN  CERTAIN  TITLES  OF  THE  CODE  OF 
FEDERAL  REGULATIONS  without  reading 
the  Federal  Register  every  day?  If  so,  you 
may  wish  to  subscribe  to  the  44 List  of 
CFR  Sections  Affected.” 


List  of  CFR  Sections  Affected  $10-™ryeiir 

The  “List  of  CFR  Sections  Affected”  is  designed  to  lead  users  of  the 
Code  of  Federal  Regulations  to  amendatory  actions  published  in  th.e 
Federal  Register,  and  is  issued  monthly  in  cumulative  form.  Entries 
indicate  the  nature  of  the  changes. 


Also  available  on  a  subscription  basis 


°  per  year 

Indexes  covering  the  contents  of  the  daily  Federal  Register  are  issued 
monthly  and  annually.  Entries  are  carried  primarily  under  the  names  of 
the  issuing  agencies.  Significant  subjects  are  also  carried. 


A  finding  aid  is  included  at  the  end  of  each  publication  w 
Register  page  numbers  with  the  date  of  publication  in  the 


Order  from:  Superintendent  of  Documents 
U.S.  Government  Printing  Office 
Washington,  D.C.  20402 


Note  to  FR  Subscribers:  FR  Indexes  and  the  “List  of  CFR  Sections  Affected"  will 
continue  to  be  mailed  free  of  charge  to  regular  FR  subscribers. 
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